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Southwestern Bell Telephone Company (SWBT), by its
attorneys, respectfully files these Supplemental Comments in
response to the Commission's June 20, 1996 and June 25, 1996 Public
Notices (Numbers DA 96-1007 and DA 96-1030, respectively),
regarding the Commission's June 17, 1996 News Release (Report No.
CC 96-13) on an economic model of the telecommunications industry
developed by Commission staff in this proceeding. The model 1is
referred to as the "Industry Demand and Supply Simulation" (IDSS)
model.

At the outset SWBT notes that the Commission's first
issuance on this matter, the June 17, 1996 News Release,
specifically stated: "[tlhe presence or absence of any particular
option or variable [in the IDSS model] should pnot be interpreted as
a Commission decision or a proposed Commission decision."! Since
the Commission has placed the public on notice that it specifically
1s not proposing the use of the IDSS model, or any aspect thereof,

as a basis of any decision to be made in this proceeding, SWBT

' Report No. CC 96-13, p. 1 (emphasis added).




2
presumes that the model indeed will not serve as the basis for any
such Commission decision.

In light of the above express Commission disclaimer, if
at some point in the future the Commission should decide to base
any of its decisions in this proceeding upon some use of the IDSS
model, it should give public notice of that intent and allow
comment by any interested parties at that point in light of the
significantly altered posture of the model as regards Commission
decision-making in this docket. Otherwise, a Commission order
based on any aspect of the IDSS model would run afoul of the notice
and comment requirements of the Administrative Procedures Act.
Nevertheless, SWBT opts to provide comments on the model at this
point, as requested by the Commission, to help shape the
Commission's thinking on whether and how the model might be
modified so as to be of some valid use in decision-making herein,
after appropriate public notice.

In analyzing the effectiveness of any economic model, it
is critical to know what data is being simulated and the intended
purpose of the simulation. A model which forecasts the general
economy, for example, may predict values for the unemployment rate
or the Gross Domestic Product (GDP). In evaluating the
reasonableness of such a model, a researcher would try to determine
whether the forecasts for the unemployment rate and GDP were valid.
One cannot determine from the information within the IDSS model

exactly what data is being projected, much less the efficacy of the



projections.

Further, in preparing an economic simulation, an analyst
first creates a stylized view of reality, or a "theory." From this
theory, the modeler then creates a series of equations which
capture the linkages which he/she assumes occur in the economy.
One needs to know how the creators of the IDSS model believe that
the telecommunications market operates in order to evaluate the
effectiveness of the model, and that information is completely
unavailable from the model released publicly by the Commission.

As with the model's theory, a series of assumptions is
also of necessity included within any such economic model. These
assumptions -- which may be as fundamental as a forecast of
inflation or future tax rates -- may have a significant effect on
the items being projected. Even if a model is theoretically valid,
a given set of assumptions may undermine forecasts produced by the
simulation if the assumptions are not factually sound. Thus far,
interested parties have been given virtually no idea as to what
assumptions formed the basis of the IDSS model.

The effectiveness of a model is also influenced by the
data used in the simulation. It may be that data in one portion of
the model conflicts with that used in another portion of the
simulation (e.g., flat-rate versus measured-rate service). A
catalogue of all data sources used to create the IDSS model would
be necessary for any outside party to accurately assess its

validity, and no such information has been released to the public



along with the IDSS model.

In order for any party to make an accurate, meaningful
evaluation of the IDSS mcdel's usefulness, interested parties would
have to know, at a minimum, the following things:

(1) Statement of basic operation and use - To analyze any
economic model, an overview must be provided that describes the
basic operation of the model and the intended use of the output.
Analogous to cost studies, if one inquires whether a cost study is
valid, the answer hinges upon the intended purpose of the cost
study. The actual validity of the IDSS model can only be
determined once the public is able to understand what question(s)
the model is attempting to answer.

(2) Description of data sources and their wvalues - Any
use of input values must be identified and cited. A reasoned
analysis requires an audit of the data sources or at least some
form of confirmation as to their accuracy.

(3) A process description - A detailed description of
calculation processes and the flow of these processes 1s needed to
allow for accurate analysis of the IDSS model. Without such

description and flow chart, it is gquite difficult to debug the
program logic.

(4) A description of the algorithms used - A listing of
all algorithms utilized in such a model is essential for debugging
purposes.

(5) Summaries of test runs - Parties attempting to
analyze the IDSS model require output from sample runs of the
program with plausible test data and an analysis of the sensitivity
of the model to input changes. Sensitivity to data input is
critical to determining whether an economic model is valid across
reasonably varying input data.

Despite the absence of the above essential information
regarding the IDSS model, Dr. William E. Taylor of National
Economic Research Associates, Inc. (NERA) has managed to produce an

excellent overall critique of the IDSS model (based upon a set of

reasonable assumptions), in the form of his affidavit attached to
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the Comments of the United States Telephone Association (USTA) to
be filed in this matter. SWBT wholly supports the observations
made by Dr. Taylor therein, and urges the Commission to account for
them fully in its decision regarding whether and how to utilize the
IDSS model for any decision-making purpose in CC Docket No. 96-98,
after appropriate public notice to that effect.

Respectfully submitted,

p——
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DURWARD D. DUPRE W

MICHAEL J. ZPEVAK
DARRYL W. HOWARD
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SOUTHWESTERN BELL

TELEPHONE COMPANY

One Bell Center, Suite 3520
St. Louis, Missouri 63101
(314) 235-2507

July 8, 1996
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ARTER & HADDEN

1801 K STREET NW STE 400K

WASHINGTON DC 20006-1301

JANICE MYLES (on diskette)
COMMON CARRIER BUREAU

FEDERAL COMMUNICATIONS COMMISSION
1919 M STREET NW ROOM 544
WASHINGTON DC 20554

GLORIA SHAMBLEY (3 COPIES)
NETWORK SERVICES DIVISION

COMMON CARRIER BUREAU

2000 M STREET NW

SUITE 210

WASHINGTON DC 20554

ARCH COMMUNICATIONS GROUP INC
PAUL HASTINGS JANOFSKY & WALKER
ATTORNEYS CARL W NORTHROP &
CHRISTINE M CROWE

1299 PENNSYLVANIA AVENUE NW
TENTH FLOOR

WASHINGTON DC 20004

MOBILEMEDIA COMMUNICATIONS INC
GENE P BELARDI

VICE PRESIDENT

2101 WILSON BOULEVARD SUITE 935
ARLINGTON VA 22201

PUERTO RICO TELEPHONE COMPANY
JOE D EDGE

RICHARD J ARSENAULT

TINA M PIDGEON

DRINKER BIDDLE & REATH

901 FIFTEENTH STREET NW
WASHINGTON DC 20005



NATIONAL EXCHANGE CARRIER ASSOCIATION INC
PERRY S GOLDSCHEIN -- REGULATORY MANAGER
JOANNE SALVATORE BOCHIS

100 SOUTH JEFFERSON ROAD

WHIPPANY NJ 07981

MOSS & BARNETT

RICHARD J JOHNSON
MICHAEL J BRADLEY

4800 NORWEST CENTER

90 SOUTH SEVENTH STREET
MINNEAPOLIS MN 55402-4129

U S WEST INC

KATHRYN MARIE KRAUSE
DAN L POOLE

SUITE 700

1020 19TH STREET NW
WASHINGTON DC 20036

DAVE BAKER

CHAIRMAN

GEORGIA PUBLIC SERVICE COMMISSION
244 WASHINGTON STREET

ATLANTA GA 30334-5701

WILLIAM P BARR

SR VICE PRESIDENT - GENERAL COUNSEL
WARD W WUESTE

GAIL L POLIVY

GTE SERVICE CORPORATION

1850 M STREET NW

SUITE 1200

WASHINGTON DC 20036

AMERICAN NETWORK EXCHANGE INC
U S LONG DISTANCE INC

DANNY E ADAMS

STEVEN A AUGUSTINO

KELLEY DRYE & WARREN LLP

1200 NINETEENTH STREET NW SUITE 500
WASHINGTON DC 20036

GUAM TELEPHONE AUTHORITY
VERONICA M AHERN

NIXON HARGRAVE DEVANS & DOYLE LLP
ONE THOMAS CIRCLE NW

SUITE 800

WASHINGTON DC 20005

B B KNOWLES
DIRECTOR OF UTILITIES
GEORGIA PUBLIC SERVICE COMMISSION

244 WASHINGTON STREET SOUTHWESTERN BELL

TELEPHONE COMPANY
ATLANTA GA 30334-5701

PACIFIC TELESIS

ALAN CIAMPORCERO

1275 PENNSYLVANIA AVENUE NW
SUITE 400

WASHINGTON DC 20004

RICHARD E WILEY
R MICHAEL SENKOWSKI
JEFFREY S LINDER
WILEY REIN & FIELDING

ATTORNEYS FOR GTE SERVICE CORPORATION

1776 K STREET NW
WASHINGTON DC 20006



MFS COMMUNICATIONS COMPANY INC
DAVID N PORTER

VICE PRESIDENT GOVERNMENT AFFAIRS
3000 K STREET NW SUITE 300
WASHINGTON DC 20007

ANDREW D LIPMAN

RUSSELL M BLAU

SWIDLER & BERLIN CHARTERED

ATTYS FOR MFS COMMUNICATIONS COMPANY INC
3000 K STREET NW SUITE 300

WASHINGTON DC 20007

AMERICAN COMMUNICATIONS SERVICES INC
RILEY M MURPHY

CHARLES KALLENBACH

131 NATIONAL BUSINESS PARKWAY

SUITE 100

ANNAPOLIS JUNCTION MD 20701

LINDA L OLIVER

COUNSEL FOR TELECOMMUNICATIONS
CARRIERS FOR COMPETITION

HOGAN & HARTSON LLP

COLUMBIA SQUARE

555 THIRTEENTH STREET NW

WASHINGTON DC 20004-1109

THE OFFICE OF THE OHIO CONSUMERS COUNSEL
ROBERT S TONGREN

CONSUMERS COUNSEL

DAVID C BERGMANN

THOMAS J O’BRIEN

ASSISTANT CONSUMERS COUNSEL

KAREN J HARDIE

TECHNICAL ASSOCIATE

77 SOUTH HIGH STREET 15TH FLOOR

COLUMBUS OHIO 43266-0550

SUSAN STEVENS MILLER
ASSISTANT GENERAL COUNSEL

STATE OF MARYLAND PUBLIC SERVICE COMMISSION

WILLIAM DONALD SCHAEFER TOWER
6 ST PAUL STREET
BALTIMORE MARYLAND 21202-6806

AMERICAN COMMUNICATIONS SERVICES INC
BRAD E MUTSCHELKNAUS

STEVE A AUGUSTINO

MARIEANN ZOCHOWSKI

KELLEY DRYE & WARREN

1200 19TH STREET NW

SUITE 500

WASHINGTON DC 20036

CONSUMER FEDERATION OF AMERICA

AND CONSUMERS UNION

BRADLEY C. STILLMAN
TELECOMMUNICATIONS POLICY DIRECTOR
MARK N COOPER

RESEARCH DIRECTOR

COUNSEL FOR CONSUMER FEDERATION OF AMERICA

AND CONSUMERS UNION
1424 16TH STREET NW SUITE 604
WASHINGTON DC 20036

FOSTER SWIFT COLLINS & SMITH PC

ATTORNEYS FOR MICHIGAN EXCHANGE CARRIERS
ASSOCIATION INC

GLEN A SCHMIEGE

MARK J BURZYCH

313 SOUTH WASHINGTON SQUARE

LANSING MI 48933

THE ARIZONA CORPORATION COMMISSION
CHRISTOPHER C KEMPLEY

ASSISTANT CHIEF COUNSEL

DEBORAH R SCOTT

STAFF ATTORNEY

LEGAL DIVISION

1200 WEST WASHINGTON STREET

PHOENIX ARIZONA 85007



U S SMALL BUSINESS ADMINISTRATION

JERE W GLOVER

CHIEF COUNSEL

DAVID W. ZESIGER

ASSISTANT CHIEF COUNSEL

OFFICE OF ADVOCACY

409 THIRD STREET SOUTHWESTERN BELL TELEPHONE
COMPANY

SUITE 7800

WASHINGTON DC 20416

GENERAL SERVICES ADMINISTRATION
OFFICE OF GENERAL COUNSEL
MICHAEL J ETTNER

SENIOR ASSISTANT GENERAL COUNSEL
PERSONAL PROPERTY DIVISION

18TH & F STREETS NW ROOM 4002
WASHINGTON DC 20405

OFFICE OF THE JUDGE ADVOCATE GENERAL
U S ARMY LITIGATION CENTER

901 N STUART STREET SUITE 713

ARLINGTON VA 22203-1837

GST TELECOM INC
SWIDLER & BERLIN CHTD
ERIC J BRANFMAN

MORTON J POSNER

3000 K STREET NW SUITE 300
WASHINGTON DC 20007

MUNICIPAL UTILITIES
SPIEGEL & MC DIARMID
JAMES N HORWOOD

SCOTT H STRAUSS

WENDY S LADER

SUITE 1100

1350 NEW YORK AVENUE NW
WASHINGTON DC 20005-4798

STATE OF FLORIDA

PUBLIC SERVICE COMMISSION
CYNTHIA B. MILLER

ASSOCIATE GENERAL COUNSEL
CAPITAL CIRCLE OFFICE CENTER
2540 SHUMARD OAK BLVD
TALLAHASSEE FL 32399-0850

GENERAL SERVICES ADMINISTRATION

CHIEF REGULATORY LAW OFFICE
CECIL O SIMPSON JR

GENERAL ATTORNEY

18TH & F STREETS NW ROOM 4002
WASHINGTON DC 20405

INTERMEDIA COMMUNICATIONS INC

JONATHAN E CANIS

REED SMITH SHAW & MC CLAY
1301 K STREET NW

SUITE 1100 EAST TOWER
WASHINGTON DC 20005

NEXTLINK COMMUNICATIONS LLC
DANIEL M WAGGONER

DAVIS WRIGHT TREMAINE

2600 CENTURY SQUARE

1501 FOURTH AVENUE

SEATTLE WASHINGTON 98101-1688

CENTENNIAL CELLULAR CORP
RICHARD RUBIN

STEVEN N TEPLITZ
FLEISCHMAN AND WALSH LLP
1400 SIXTEENTH STREET NW
SUITE 600

WASHINGTON DC 20036



ALLTEL TELEPHONE SERVICES CORPORATION
CAROLYN CHILL

655 15TH STREET NW

SUITE 220

WASHINGTON DC 20005

STERN SCHOOL OF BUSINESS
PROFESSOR NICHOLAS ECONOMIDES
NEW YORK UNIVERSITY

NEW YORK NY 10012

THE ERICSSON CORPORATION
YOUNG & JATLOW

SUITE 600

2300 N STREET NW
WASHINGTON DC 20036

ALLJANCE FOR PUBLIC TECHNOLOGY
DR BARBARA O’CONNOR
CHAIRWOMAN

MARY GARDINER JONES

POLICY CHAIR

901 15TH STREET SUITE 230
WASHINGTON DC 20005

ALLIED ASSOCIATED PARTNERS LP
GELD INFORMATION SYSTEMS
CURTIS T WHITE

MANAGING PARTNER

4201 CONNECTICUT AVE NW

SUITE 402

WASHINGTON DC 20008-1158

MICHIGAN PUBLIC SERVICE COMMISSION STAFF

6545 MERCANTILE WAY
LANSING MI 48911

AIRTOUCH COMMUNICATIONS INC
DAVID A GROSS

KATHLEEN Q ABERNATHY

1818 N STREET NW

SUITE 800

WASHINGTON DC 20036

DEFENSE INFORMATION SYSTEMS AGENCY
REBECCA S WEEKS LT COL USAF

STAFF JUDGE ADVOCATE

CARL WAYNE SMITH

CHIEF REGULATORY COUNSEL\
TELECOMMUNICATIONS DOD

701 S COURTHOUSE ROAD

ARLINGTON VA 22204

360° COMMUNICATIONS COMPANY
KEVIN C GALLAGHER

SENIOR VICE PRESIDENT

GENERAL COUNSEL AND SECRETARY
8725 WEST HIGGINS ROAD

CHICAGO IL 60631

KENTUCKY PUBLIC SERVICE COMMISSION
AMY E DOUGHERTY

ATTORNEY

P O BOX 615

FRANKFORT KENTUCKY 40602



SDN USERS ASSOCIATION INC
REGIONAL R BERNARD
PRESIDENT

P O BOX 4014

BRIDGEWATER NJ 08807

ALABAMA PUBLIC SERVICE COMMISSION
MARY NEWMEYER

FEDERAL AFFAIRS ADVISOR

ALABAMA PUBLIC SERVICE COMMISSION
P O BOX N

MONTGOMERY ALABAMA 36101

RURAL TELEPHONE COALITION

NRTA

KOTEEN & NAFTALIN LLP

MARGOT SMILEY HUMPHREY

1150 CONNECTICUT AVENUE NW STE 1000
WASHINGTON DC 20036

RURAL TELEPHONE COALITION
OPASTCO

LISA M ZAINA

KEN JOHNSON

21 DUPONT CIRCLE NW

SUITE 700

WASHINGTON DC 20036

OKLAHOMA CORPORATION COMMISSION
ERNEST G JOHNSON

DIRECTOR

PUBLIC UTILITY DIVISION

P O BOX 25000-2000

OKLAHOMA CITY OK 73152-2000

WESTERN ALLIANCE

CHARLES H KENNEDY
MORRISON & FOERSTER LLP
2000 PENNSYLVANIA AVENUE NW
SUITE 5500

WASHINGTON DC 20006

ALABAMA PUBLIC SERVICE COMMISSION
JOHN GARNER

ADMINISTRATIVE LAW JUDGE

P O BOX 991

MONTGOMERY ALABAMA 36101

RURAL TELEPHONE COALITION
NTCA

DAVID COSSON

L MARIE GUILLORY

STEVEN E WATKINS

2626 PENNSYLVANIA AVENUE NW
WASHINGTON DC 20037

OKLAHOMA CORPORATION COMMISSION
OFFICE OF GENERAL COUNSEL

JOHN GRAY

SENIOR ASSISTANT GENERAL COUNSEL

P O BOX 25000-2000

OKLAHOMA CITY OK 73152-2000

OKLAHOMA CORPORATION COMMISSION
MARIBETH D SNAPP

DEPUTY GENERAL COUNSEL

P O BOX 25000-2000

OKLAHOMA CITY OK 73152-2000



TELEFONICA LARGA DISTANCIA DE PUERTO RICO INC
ENCARNITA CATALAN-MARCHAN

MARIA PIZARRO-FIGUEROA

METRO OFFICE PARK

BUILDING NO 8 STREET NO 1

GUAYNABO PR 00922

NEXTEL COMMUNICATIONS INC
ROBERT S FOSANER

SENIOR VICE PRESIDENT
GOVERNMENT AFFAIRS

LAURA L HOLLOWAY

GENERAL ATTORNEY

800 CONNECTICUT AVENUE NW
SUITE 1001

WASHINGTON DC 20006

FRONTIER CORPORATION
ROY L MORRIS

DIRECTOR PUBLIC POLICY
1990 M STREET NW SUITE 500
WASHINGTON DC 20036

AMERICAN NETWORK EXCHANGE INC
U S LONG DISTANCE INC

DANNY E ADAMS

STEVEN A AUGUSTINO

KELLEY DRYE & WARREN LLP

1200 NINETEENTH STREET NW SUITE 500
WASHINGTON DC 20036

LCI INTERNATIONAL TELECOM CORP
ROBERT J AAMOTH

JONATHAN E CANIS

REED SMITH SHAW & MC CLAY

1301 K STREET NW

SUITE 1100 EAST TOWER
WASHINGTON DC 20005

TELEFONICA LARGA DISTANCIA DE PUERTO RICO INC
ALFRED M MAMLET

PHILIP L MALET

COLLEEN A SECHREST

STEPTOE & JOHNSON LLP

1330 CONNECTICUT AVENUE NW

WASHINGTON DC 20036

CORPORATION

MICHAEL J SHORTLEY III

180 SOUTH CLINTON AVENUE
ROCHESTER NY 14646

OMNIPOINT CORPORATION
MARK J TAUBER

MARK J O’CONNOR

PIPER & MARBURY LLP
1200 19TH STREET NW
SEVENTH FLOOR
WASHINGTON DC 20036

AMERICA’S CARRIERS TELECOMMUNICATION
ASSOCIATION

CHARLE H HELEIN GENERAL COUNSEL

HELEIN & ASSOCIATES PC

8180 GREENSBORO DRIVE

SUITE 700

MC LEAN VA 22102

LCI INTERNATIONAL TELECOM CORP
LEE M WEINER

DOUGLAS W KINKOPH

8180 GREENSBORO DRIVE

SUITE 800

MC LEAN VA 22102



PUBLIC SERVICE COMMISSION
DISTRICT OF COLUMBIA
LAWRENCE D CROCKER 111
ACTING GENERAL COUNSEL
450 FIFTH STREET NW
WASHINGTON DC 20001

OFFICE OF THE OHIO CONSUMERS’ COUNSEL
ROBERT S TONGREN

CONSUMERS’ COUNSEL

77 SOUTH HIGH STREET 15TH FLOOR
COLUMBUS OH 43266-0550

KANSAS CORPORATION COMMISSION

DAVID HEINEMANN

GENERAL COUNSEL

1500 SOUTHWESTERN BELL TELEPHONE COMPANY
ARROWHEAD ROAD

TOPEKA KS 66604

GREATER WASHINGTON URBAN LEAGUE INC
MAUDINE R COOPER

PRESIDENT & CEO

3501 FOURTEENTH STREET NW
WASHINGTON DC 20010

AMERICAN PERSONAL COMMUNICATIONS
ANNE P. SCHELLE

VICE PRESIDENT EXTERNAL AFFAIRS

6901 ROCKLEDGE DRIVE SUITE 600
BETHSEDA MD 20817

PUBLIC SERVICE COMMISSION
DISTRICT OF COLUMBIA
THOMAS R GIBBON

CHARLES A ZIELINSKI
ANTHONY M BLACK

BELL BOYD & LLOYD

1615 L STREET NW

SUITE 1200

WASHINGTON DC 20036

DAVID C BERGMANN

THOMAS J O’BRIEN

ASSISTANT CONSUMERS’ COUNSEL
KAREN J HARDIE

TECHNICAL ASSOCIATE

88 SOUTH HIGH STREET 15TH FLOOR
COLUMBUS OH 43266-0550

NATIONAL ASSOCIATION OF DEVELOPMENT
ORGANIZATIONS

ALICE ANN WOHLBRUCK

EXECUTIVE DIRECTOR

444 NORTH CAPITOL STREET NW

SUITE 630

WASHINGTON DC 20001

SPRINT SPECTRUM LP

JONATHAN M CHAMBERS

VICE PRESIDENT OF PUBLIC AFFAIRS
1801 K STREET NW SUITE M-112
WASHINGTON DC 20036

JONATHAN D BLAKE

KURT A WIMMER

GERARD J WALDRON
DONNA M EPPS

COVINGTON & BURLING

1201 PENNSYLVANIA AVE NW
POST OFFICE BOX 7566
WASHINGTON DC 20044-7566



